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On July 30, the Facultad Latinoamericana de Ciencias Sociales (FLACSO) released a report on Costa
Rican economic performance, titled "Estrategias de Gobernabilidad en la Crisis." According to
the report, the primary causes of continued high fiscal deficits are generous export incentives, and
the use of public revenue for programs aimed at mitigating the effects of economic adjustment
measures on the poor. Incentives for exporters of non-traditional products include a wide range
of tax breaks and rebates, or Tax Payment Certificates (Certificados de Abono Tributario-CAT). In
1991, the value of CATs turned over to producers was equal to about 43.2% of the fiscal deficit. The
report concludes that the fiscal deficit has turned out to be a key element in maintaining political
stability in Costa Rica. Under terms of the government's agreement with the International Monetary
Fund (IMF), the deficit in 1992 should be reduced to 1.5% GDP, compared to 7% in 1990. According
to FLACSO, productivity and investment levels in economic sectors benefiting from tax breaks and
other incentives have not significantly improved. Investment is still below 1980 levels, while labor
productivity in manufacturing actually declined between 1987 and 1990. (Source: Agence FrancePresse, 07/30/92)
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